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All values in million Exchange Rate on date table 
US$ unless otherwise compiled = US$1.28 = NZ$1.00. 
stated. (See footnote re devaluation) 
E 
D z 
A B c z Rate Of 
INCOME, PRODUCTIVITY, EMPLOYMENT 1973 1974 1975 Change Growth 
GNP at Current Prices (Mar.Yr.) 9031.7 10999.4 12076.8°)) +10.0 +16.0 
GNP at Constant Prices (Mar.Yr.) (2) (2) 

(1965-66=1000)* 5898.2 6225.9 N/A ~ + 6.0 
Per Capita GNP, Current Prices (1) 

(Mar.Yr.) 3114.4 3666.5 3895.7 + 6.2 +12.9 
Indices: 

Industrial Producion (Mar.Yr.) (2) (2) 

(1965-66=1000) * 1384 1566 N/A ~ +13.1 
Avg. Labor Productivity (Mar.Yr.) (2) (2) 

(1965-66=1000) * 1092 1110 N/A ~ + 1.6 

Avg. Weekly Wage Rate (Mar.Yr.) 

(1965=1000) 1950 2198 N/A ~ +12.7 
Personal Income (Mar.Yr.) 8083.2 9505.3°2 N/A ~ +17.6 
Labor Force (000's) (Apr.Yr.) 1150.2 1191.3 1225 + 2.8 + 3.2 
Avg. Unemployment Rate (000's) (Apr.) Zee ov 3.3 +371.4 +150.9 
MONEY AND PRICES 
Money Supply (Mar.Yr.) 1452.5 1661.6 1705.9 + 2.7 + 8.6 
Public Debt Outstanding (June Yr.) 4854.3 4790.1 5500.7 +14.8 + 6.8 

External Debt (June Yr.) 715 585 1195.5 +104.4 +43.1 

Domestic Debt (June Yr.) 4193.3 4205.2 4305.1 +21.9 +11.8 
External Debt Service Ratio # 2.3 1.9 2.5 +31.6 + 7.1 
Comm'l1 Bank Interest Rate (Apr.) 6.0 6.0 6.0 No Change No Change 
Indices: 

Retail Sales (1958=1000) (Mar.Yr.) 2910 3442 3716 + 8.0 +13.5 

Wholesale Prices (1958=1000) (2) (2) 

(Mar.Yr.) 1579 1700 1906 +12.2 + 9.9 

Consumer Price (1974=1000)* 

(June Yr.) 848 933 1072 +14.9 +12.4 
BALANCE OF PAYMENTS AND TRADE 
Gold and Foreign Exchange Reserves 

(June Yr.) 1399.7 759.8 722.2 - 4.9 -25.3 
Balance of Payments (Current Account 

Balance) (June Yr.) +416 -427.4 -1365.5 +219.5 +161.1 
Balance on Trade (June Yr.) (3) +671.2 -129.5 -916.6 +607 .8 +363.6 
Exports (Receipts) (June, Jr.) 2269.6 2237.3 2122.2 - 5.1 - 3.3 

U.S. Share (June Yr.) (3) 388.5 367.1 282.2 -22.0 -13.7 
Imports (Payments) (June, Jr.) 1598.3 2366.7 3039.6 +28.4 +38.2 

U.S. Share (June Yr.) 235.1 397.1 669.1 +68.5 +68.7 


# Does not include amortization; * New Base; (1) Estimate; (2) Provisional; (3) Most recent 
trade figures are not available from Department of Statistics. Import and Export figures 
quoted are actual receipts and payments figures from the Reserve Bank's "Overseas Exchange 
Transactions" June, 1975. 

NOTE:New Zealand dollar was devalued 15 per cent on August 10, 1975. Effective from that 

date NZ$1.00 = US$1.06. 

SOURCES: _New Zealand Monthly Abstract of Statistics; Quarterly Predictions; The Budget; 

The Public Accounts; Reserve Bank's "Overseas Exchange Transactions" and 
News Releases of the New Zealand Department of Statistics. 





SUMMARY 


The dominant factor in the economic situation at mid-1975 is the 

very large deterioration in the terms of trade and a continuing 
serious adverse balance of payments. High import payments with 
reduced export earnings boosted the current account deficit to over 
one billion New Zealand dollars for the year ending June 1975. The 
depressed international economy with the resultant reduced demand for 
New Zealand's principal traditional exports, the greatly increased 
import costs, especially for petroleum and petroleum products, coupled 
with a government policy of full employment have been key factors 
bringing about this increased deficit. Large overseas borrowing 

has been resorted to to meet foreign exchange needs. The overseas 
debt increased $828.4* million during the year ending June 1975. 
Improvement depends primarily on a substantial upturn in New Zealand's 
key export markets. 


The farming sector has been especially hard hit by the reduced export 
receipts for pastoral products and increasing farming costs. The 
inflation rate has continued high. Business climate is unsettled. 
Wholesale and retail stocks are up. Business profits are down. 

New private building construction is down. Investment spending in 
the farming and business sectors has decreased, but unemployment is 
still low. 


On August 10, 1975, the Government devalued the New Zealand dollar 
by 15 per cent. This should give a badly needed boost to farmers' 
incomes, help the competitiveness of other export industries and 

further reduce imports. But it will also add to inflationary pressures. 


Continued Government priority on assuring a high level of employment 
and investment, especially for export, provides opportunities for 
continued U.S. exports. 


* All dollar figures used in this report are New Zealand dollars 
unless otherwise indicated. The value of the New Zealand dollar is 
set by a controlled float. On August 9, 1975 before devaluation 
NZ$1.00 equalled approximately $US1.26. After devaluation it dropped 
to NZ$1.00 equals $US1.06. 
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CURRENT ECONOMIC SITUATION AND TRENDS 


Imports and Invisibles Payments Continue at a High Level 


Total import payments for the June year were $2,374.7 million, up from 
$1,849 million for the June 1974 year, (a 28.4% increase and a sobering 
90% over the June 1973 year). Total import payments for the month of 
June 1975 reached $213 million compared with $190 million in May and 

$198 million in April. Import payments for the three months were greater 
than the total import payments for the quarter ending March 1975 by $71 
million,a 13.4% increase. 


During the first part of 1975 the import volume declined (down 25% 

below the last quarter of 1974). However, the large rise in the prices 
of imports (estimated by the Government at about 44% for the March year), 
more than offset the fall in volume. (The two principal sources for 

New Zealand imports, Australia and the United Kingdom, have both had 
high inflation rates.) The deficit in the current account, $1,066.8 
million for the year ending June 1975 (nearly 220% greater than the 

year earlier deficit), is now predicted by a number of observers 

likely to continue through the end of 1975 and maybe longer. 


Another adverse factor in the equation is invisibles payments for 
shipping, travel, etc. The invisibles transactions deficit jumped to 
$124 million for the three months ending June 1975 (compared with $59 
million for the March quarter). Increased freight charges (up 32% for 
wool from October 1, 1975 with a further rise from April 1, 1976 and 
similar rises for meat presumably likely) could boost the invisibles 
deficit for 1976 close to $500 million, up $90 million over the expected 
1975 deficit of $140 million. 


Lower Demand for New Zealand's Main Exports Reduced Export Earnings 


Export receipts for the June year dropped to $1,658 million, $90 million 
below the June 1974 year, down just over 5%. Export receipts for meat fell 
14%% and wool fell 30%.They represented 46.5% of New Zealand's total 
exports for the June 1975 year (compared with 53.6% for the June 1974 
year). Export receipts for forest and manufactured products increased 
21.4% and 26.7% respectively, rising to 9% and 12.6% of total exports 

for the June 1975 year. 


Export prices fell an average of 10.6% during the March year. This, 
combined with the 44% increase in import costs during the period increased 
the deterioration in the terms of trade to 37.5% (and a 45.4% drop since 
June 1973) 


The New Zealand Dollar is Devalued 15 Per Cent 


Faced with the prospect of a further delay in the increase in the world 
prices of some of New Zealand's main agricultural exports, on August 
10, 1975 the Government devalued the New Zealand dollar by 15%. This 
devaluation had the effect of increasing by nearly the same amount the 


i Oa 


returns farmers receive for their exports. Industries manufacturing for 
export will become more competitive and hence should be able to 
increase exports. This will also increase import costs and, hopefully, 
further reduce imports. But it will also mean increased inflationary 
pressures. 


Large Foreign Credits Help Stem Drain on Foreign Reserves 


The net capital inflow of $828.4 million (including $275.5 million in 
private capital receipts for the June 1975 year) helped keep official 
overseas reserves from falling below $564.2 million. Official loans 
included a $113 million credit from a Middle-East source negotiated in 
June. A further US$100 million was raised by a Eurobond issue in 
August just before devaluation. The Government has said borrowing 

will continue as needed. This, of course, increases demands on foreign 
exchange for interest and principal payments. By the year ending June 
1975 interest payments on official foreign loans rose to $61 million. 


Decline in the Volume of Imports Forecast 


There are signs that the volume of imports is falling. On the basis of 

a survey made before devaluation, private import payments for the year 
ending December 1975 are estimated by the Government Statistician to 
decline to $1,918 million, 12% below payments during the December 1974 
year. Private monthly import payments for the third and fourth quarters 
of 1975 are expected to average $152 million and $141 million respectively. 
Firm import orders placed in June 1975 (totalling $75 million) dropped 

over 19% below the figure for April. Undoubtedly the rate of decrease in 
the volume of imports will grow with devaluation. But a number of imports 
are needed for industry. Further sizeable reductions in these could have 
a serious impact on New Zealand's economy, including a rise in unemployment. 


Low Export Prices for Pastoral Products Hurts Farm Incomes 


The farming sector has been hit the hardest from the decline in export 
receipts. The large increases in farm production costs have compounded 
the farmers’ losses. In the March 1975 year farming income fell by 48% 
mostly because of the drop in meat and wool prices and increased farm 
costs. During the 1974-75 season the farming sector's share of the 
national income continued to drop, reaching an estimated low of 3.6%, 
down from 6.3% in the 1973-74 season and 8.1% in the 1972-73 season. 
The drop in the sheepfarmers' income has been especially severe, 60% 
between the 1973-74 and 1974-75 seasons. Though, in the 11 months 
ended May 31, 7.8% more wool was sold at auction in New Zealand than in 
the corresponding 1973-74 period, it grossed 30% less. Wool exports in 
the 1974-75 season to May 31 were 30,000 bales greater than the year 
earlier season but the value of exports for the May 1975 year was only 
$288.5 million, down nearly 28% from the May 1974 year. Mutton prices 
remain depressed, but lamb prices though down from the previous season 
appear to be rising a little. There have been some sheepmeat exports 
to the Middle-East. There are hopes these will increase. 
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Hopes for greater beef exports remain dim. Voluntary restraints on beef 
exports to the U.S. (New Zealand's main market) will hold the total for 
1975 to 115,000 metric tons. The EEC market remains virtually closed. 
Japan has authorized only limited imports. Prices are not expected to 
rise significantly even with a price support scheme. Of New Zealand's 
traditional principal pastoral exports only dairy products maintained 
the value of their exports (the increased value of butter and skim 
milk powder exports offsetting reduced cheese exports.) 


In the face of the critical situation of the past year farmers have 

postponed or abandoned investment plans and have cut back on other 
expenditures (e.g. fertilizer purchases - though subsidized - dropped 

32.8% in the June year, heavy farm machinery purchases in the first 

quarter of 1975 were down 25% below the same quarter of 1974). Asa 

result the farm servicing industries have suffered also. Furthermore, 
reduced farm investment will result in future reduced production capabilities 
which would diminish the farmer's ability to take advantage of a resurgence 
of export prices for primary products. This has become an increasing con- 
cern of the Government. 


Though farming income is forecast by the New Zealand Institute of Economic 
Research (NZIER) to rise by 174% in the year to March, 1976 it will be 
mostly as a result of a further substantial decline in the volume of 

farm spending. Gross farm volume will grow by only 2% according to the 
N.Z.I.E.R. Farm production for the year through June 1975 is estimated 

to have increased by a scant 3%% and for the June 1976 year an increase 

of the same amount is forecast. Devaluation will help export earnings. 


The Government's proposed farm income stabilization scheme for dampening 
commodity price fluctuations and guaranteeing adequate farm income for 
investment has not been acceptable to the farmers. This plan involves 
the use of 1% Reserve Bank loans. The farmers are pressing for a large 
government grant as a part of their income stabilization scheme. Govern- 
ment efforts to get the producer boards to set minimum price support 
figures for wool (expected to be slightly over $1 per kilo greasy wool) 
and lamb for the season are being resisted until the question of how the 
"income sufficiency" scheme will be financed is resolved. The Dairy Board, 
which has been administering a "price smoothing" scheme for several years, 
is less affected by this controversy. 


Reduced Profits Bring Reduced Investments 


The business sector also is feeling the effects of the unsettled economic 
climate. Companies have accumulated high stock levels due to slower 
turnover. The NZIER estimates the increase in wholesale stocks at 57%% 
and retail stocks 22% in the March year, representing an increase of 

$910 million. This has added to the strain on liquidity. This plus 
price controls, rising costs of both imports and labor and the resultant 
falling profitability have created uncertainty. Growing pessimism is 
evident in the drop in private investment spending. 
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Retail trade, though rising in money terms, has dropped in volume. The 
per capita volume of turnover fell by 5.9% in the March 1975 quarter 
according to N.Z.I.E.R. calculations. 


Building construction is also suffering from reduced activity. Despite 
special measures by the Government to boost housing construction the 
total value of permits issued for all building construction for the year 
ended May 1975 totalled $1,046 million compared with $1,049.5 million 
for the May 1974 year. Building permits for the month of May 1975 
covered construction valued at $86.4 million compared with $117.9 million 
in May 1974. Building projects of all types covered by these permits 
dropped from 10,000 in May 1974 to 8,400 in May 1975. Inflation in 
construction costs has been greater than increases in other sectors. 
When this inflation is taken into account in the above figures the 
extent of the fall-off in building construction and the current status 
of the industry is starkly revealed. The NZIER puts the fall in demand 
by value in the March quarter for private dwelling permits at 22% and 
other private building at 32% on an annual basis. 


The declining import volume in the first half of 1975 reflects in part the 
substantial cutback in new capital expenditure, but company stock level 
increases due to reduced consumer demand have also played a part. These 
have combined to reduce the liquidity squeeze. By mid-1975 liquidity was 
showing clear signs of easing. Savings deposits were up, demand for credit 
was down. The Government's action of late July increasing certain official 
interest rates and upping reserve asset ratios for financial institutions 
was aimed at reducing any effect of the increased liquidity on inflation 
and imports. 


As a further measure to conserve foreign exchange companies, especially 
foreign owned ones, will not be allowed to refinance any overseas debts 
by borrowing domestically. 


Budget Aims at Maintaining Economic Activity 


The 1975-76 Budget announced in May will have a deficit of $497 million. 
Government expenditure was increased by over 19%. Business should benefit 
from the increase of Government spending but the effects of this are not 
likely to be felt until around the end of 1975. A range of export incen- 
tives was also announced in the Budget but these can only have a real 
effect when there is an upturn in New Zealand's key export markets. In- 
creased gasoline taxes and import duties on certain luxury items announced 
in the Budget add to inflationary pressures. However, the easing of some 
taxes along with a July 3% cost-of-living adjustment to wages and some 
increases in social security annuities will lessen some the effects of 
inflation for the average New Zealander. 


Unemployment Continues Low and Inflation Continues High 


New Zealand has so far avoided any significant rise in unemployment which 
on July £8 stood at 5,254,about .5%. On the inflation front the Government 
has not done as well. The consumer price index for the quarter ending 

June 1975 rose 14.9% over the CPI for the corresponding period of 1974. 

The increase for the second quarter of 1975 over the first quarter was 42, 
for an annual rate of 16%. Experts predict inflation will continue high 
for the rest of 1975. 
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New Zealand workers have been largely insulated from cost increases 

through wage and salary adjustments. The average total weekly earnings 
rose just under 19% in the year to April 1. Added to this is the July 3% 
cost-of-living adjustment. These increases have contributed to the severe 
company profit squeeze. Experts warn that the ability of many businesses 
to absorb further wage rises is limited. Government employees are pressing 


for a 9 - 114% "catch-up" increase. Granting this would increase pressure 
on inflation. 


The Medium Term Prospects for the Economy Remain Uncertain 


Slow industrial growth and, possibly, reduced diversification is predicted 
by several observers. The NZIER forecasts zero real growth in the economy 
for the year ending March 1976. This would mean in monetary terms a rise 
in GNP to about $10,215 million for the year. Private income is expected 
to rise about 10% at current prices in the year ending March 1976, but 


because of inflation there will be no real growths; per capita consumption 
should fall slightly. 


Private capital formation is likely to fall, but increased public lending 
for housing and the considerable costs for developing the Maui natural 
gas fields will help to keep the total fall small. Increased private oil 
exploration is also adding some to economic activity. If commercially 
exploitable petroleum reserves are found, though the initial real impact 
on investment would be small, it could help the business climate considerably. 


Economic Situation to be Major Election Campaign Issue 


Elections are scheduled for November 1975. The National (opposition) Party 
has been focusing on the course of the economy in its attacks on the Labour 
Government. How the economy fares up to November will be an important 
factor influencing the election outcome. There is considerable speculation 
on the effect this might have on the Government's short term economic 
measures, possibly at the expense of developing more comprehensive long 
range policies. It is not certain how devaluation might affect the election. 


New Zealand's Trading Pattern Continues to Change 


According to foreign trade figures of the New Zealand Department of 
Statistics, of imports totalling $2,766.5 million for the year ending 
March 1975,19.5% of New Zealand's imports came from Australia, 18.3% from 
the United Kingdom, 14.3% from Japan and 12.9% from the United States. Of 
total exports of $1,551.4 for the year ending March: 20.5% went to the 
U.K.; 13% went to Japan; 12.7% to the U.S. and 10.7% to Australia. 


Australia's share of New Zealand's imports fell from 26% for the year 
ending March 1974. The UK's. share also represented a drop of nearly 
2%. Of the leading suppliers, only the US's share showed an increase 
over the year earlier, up 2.1%. The value of exports to the UK changed 
little from the year earlier. Australia's share went up 1.7% and Japan 
and the U.S. bought less, 1.9% and 4.5% respectively. 
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IMPLICATIONS FOR THE UNITED STATES 


Though the volume of imports is expected to continue decreasing and private 
investment is showing signs of slackening, the Government's policy is to 
give first priority to maintaining full employment and to encouraging 
continued investment in improving agricultural production and industrial 
development, especially for export. This offers a potential for a continued 
substantial level of U.S. exports to New Zealand. 


A number of well-informed observers have expressed growing concern about 
diminishing relative productivity in New Zealand and the need for greater 
emphasis on upgrading productivity in both industry and agriculture to 
maintain New Zealand's competitive position in world markets. As awareness 
of this need increases, demand will increase for machinery and equipment 
incorporating the latest technological advances. 


A large share of U.S. exports to New Zealand is made up of the types of 
machinery and equipment which such industrial expansion and upgrading 
requires. These include such categories as: saw-mill, paper processing, 
mining and materials handling machinery - especially of the labor-saving 
types; computers, office machines and graphic arts equipment - especially 
the automated types; the latest and most efficient versions of tractors, 
engines, pumps, powered tools, telecommunications, electric power generating 
and measuring equipment; vehicles; aircraft - both fixed wing and rotary 
wing types - and other classes of transportation equipment. 


Since an important share of New Zealand industry uses imported materiais, 
these represent another important category for U.S. exports. They 
include such commodities as tobaccos, synthetic rubber, lumber, chemicals, 
(including fertilizers, insecticides and fungicides), pharmaceutical com- 
pounds, wood materials, cotton and synthetic fabrics, metals, etc. 


Of the other principal suppliers of New Zealand imports besides the U.S. 
(Australia, the United Kingdom and Japan) the former enjoy certain trading 
advantages. About half of the Australia- New Zealand trade takes place 
under the New Zealand-Australia Free Trade Agreement (NAFTA). The UK gets 
special duty concessions under the British Preferences (BP's) but BP's are 
being phased out.By July 1, 1977 the U.K. will enjoy virtually no tariff 
preferences and it will be more on an equal footing with New Zealand's 
other trading partners. Both Australia and the U.K. have been suffering 
from inflation considerably greater than the U.S. This is raising the 
relative costs of many of their exports to New Zealand which places them 
at a disadvantage price wise. 


The United States is virtually the only significant market at present for 
New Zealand beef. Over 70% of New Zealand's beef exports in 1974-75 went 
to the U.S., so, though New Zealand would like to export more to the U.S., 
the U.S. is an important customer. 


New Zealand does not normally actively seek or encourage foreign invest- 
ment, but where investment schemes are clearly in New Zealand's interest 
as set down in specifically defined criteria, foreign investment is welcome. 














Commercial and economic information 
on most trading partners of the United 
States is available from the Bureau 
of International Commerce, U.S. De- 
partment of Commerce. 

The Bureau is organized geographically 
with a Country Marketing Manager 


Area Extension 
Africa 
Central Africa 3904 


East and South Africa 4927 
West Africa 4388 
Europe 
Canada and Benelux 
countries 3848 
France 4504 
Germany and Austria 4414 
Italy and Greece 3944 
Nordic countries 4601 
Spain and Portugal 3957 
Switzerland, Yugo- 
slavia and Turkey 2795 
United Kingdom 3713 


CALL US 
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TO YOUR MARKETING 
QUESTIONS WORLDWIDE 





responsible for a country or group of 
countries as listed below. Assistance 
or information about marketing in 
these countries may be obtained by 
dialing these key people directly: 
(202) 967 plus the given extension 


Far East 
Australia and New 
Zealand 3646 
East Asia 5401 
Japan 2427 
South Asia 3137 
Southeast Asia 3875 
Latin America 
Brazil 5427 
Mexico, Central 
America, and 
Panama 5020 
Argentina, Uruguay, 
and Paraguay 2428 
Caribbean countries 
and remainder of 
South America 2995 


Special units within the Department of Commerce have been created to 
deal with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 
Near East 


5737 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, 
Qatar, Saudi Arabia. Syria, United Arab 


Emirates, Yemen Arab Republic 


Iran, Israel, Egypt 


5767 
3752 


Bureau of East West Trade 


Eastern Europe 
USSR 


Peoples Republic of China 
U.S. DEPARTMENT OF COMMERCE e Domestic and International Business Administration 


2645 
4655 
3583 


INTERNATIONAL ECONOMIC INDICATORS 
AND COMPETITIVE TRENDS 


This important new periodical pro- t Economic Prospects And Recent Trends 
vides comprehensive, up-to-date 


statistical information for the 

_ United States and its seven prin- 
cipal industrial competitors — 
France, Federal Republic of 
Germany, Italy, Netherlands, United 
Kingdom, Japan, and Canada. 


2 Changes in Key Competitive Indicators 


3 Basic Data For Indicators 


Data are presented in four sec- 
tions. 4 Notes And Sources 


International Economic Indicators and Competitive Trends is a valuable reference for 
business analysts, economists and others who wish to assess the relative competitive 
position of the United States. Attractively presented tables, charts, and text provide 
a clear and easily readable source of the latest statistical information. It may be 
used for an overall view of international trends, or as a basis for more detailed anal- 
yses of the economic situation in the major industrial countries. 


NAME—FIRST, LAST 


F, iS 
A Mh LET PAGEL NO ste 


COMPANY NAME OR ADDITIONAL ADDRESS LINE 


STREET ADDRESS a 
MAIL ORDER FORM 

TO: 

Superintendent of Documents 


STATE 4 zip CODE Government Printing Office 
Washington, D.C. 20402 % 


. Th aie ak ane aetciede nas the ER angina eae tat rw 


CITY 


® U.S. GOVERNMENT PRINTING OFFICE: 1975—210-946/32 3-1 





